Scenario 1 Inputs : Local Market Share Constant at 98.64%

Data Value Source Line
Verizon - New Jersey residentlal lines, Year 1 4,342,831 |Verizon - New Jersey residentiat access lines, (2000 ARMIS Aepont 43-08, Table 1) a
Cormpetitor residential lines, Year 1 59,680 [Competitor residantial lines (Declaration of Dennis M. Bone, Attachment 101} b
Total residential lines in Verizon - New Jersey territory - Year 1 4.402 511 c=a+b
Verizon - New Jersey residential market share in Verizon - New
Jersey territory, Year 1 98.84% d=a/c¢
Annual Growth in Verizon - New Jersey residential market share in
Verizon - New Jersey tarritory 0.00%, e
Average annual growth in residential access lines in NJ {1956-2000 ARMIS Report 43-08: Table
Annyal growth in residential lines in Verizon - New Jersay territory 3.86%] 1) 1
{Percertage of housaholds with additional lines 28.90%|FCC, Industry Analysls Civision, Trends in Telephone Sesvics, August 2001, Table 8.4. 9
Local residential inward movement 17%[U.S Census Bureau, Arnerican Housing Survey fof the United States in 1859, Table 2.9. h
Percentage of inward residential custorner orders where customers
accept ILEC long distance service on the initial contact 82.35%|Based upon Verizon - New York's end of year long distance market share (20%). i = {.2-("k)h
Mews Release, J.D. Powers and Associates Reports: Sorint and Snet Top Performers in
Primary Interexchange Carrier (PIC) change rate 30%| Residential Long Distance Customer Satisfaction, July 29, 1699, j

Percentage of PIC change going to ILEC, Year 1

20%

Conservative estimate for year 1. In fiture years, the ILEC's share of PIC changes is its share of

Verizon - New Jersey's share of the long distance market.
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Scenario 2 Results : Local Market Share Decreases by 3% Each Year

Year 1 Year 2 Year 3 Year 4 Year 5 Line
Verizon - New Jersey local market share in Verizon - New Jersey territory, BOY 98.64% 95 64% 92.64% 80.64% 86.64%(l = 2"
Verizon - New Jersey long distance market share in Verizon - New Jersey territory, BOY 0% 19.60% 32.27% 44.19% 55.38%| m = y*"
Resigential lines in Verizon - New Jdersey territory (including competitive) 4,402 511 4,5?2,44£J 4,748,044 4,932 254 5,122,639n =n"""*f
Verizon - New Jersey residential lines 4,342 831 4,373,291 4,399,632 4,421,490 4,438,48010 = I'n
Residential households in Verizon - New Jersey territory (including competitive) 3,415,447 3,547,283 3,684,208 3,826,419 3,974,118 |p = n/{1+g)
Verizon - New Jersey residential househoids 3,369,147 3,302,778 3,413,213 3,430,170 3,443,351 |q = of(1+g}
Verizon - New Jersey inward residential customer orders, mid year 564,046 567,727 570,851 573,372 575,236 |r = h*((l+zy2)'p
Inward residential customer orders where custorners accept ILEC long distance service on
the initial contact. 464,508 467,540 470.113 472,188 473,724 |s =i't
"PIC change” residential customers switching to ILEC 204,927 208,583 356,674 507,282 660,281 |t=j'm*p
Verizon - New Jersey long distance customers 669,435 676,122 826,787 979,470 1,134,004 ju =g+t
Verizon - New Jersey long distance customers net of current year PIC changes 669,435 475,292 483,369 491,042 498,263 [v=u-(w* ™))
Verizon - New Jersey long distance customers (cumulative) 668,435 1,144,727 1,628,096 2,119,137 2,617,401 [w=vew’"
Verizon - New Jersey residential access lines with Verizon - New Jersey long distance 862,902 1,475,553 2,098,615 2,731,568 3,373,829 |x=w"{1+g) + "
Verizon - New Jersey long distance market share in Verizon - New Jersey territory, EOY 19.60% 32.27% 44.19% 55.38% 65.86%|y = xn
Verizon - New Jersey local market share in Verizon - New Jersey territory, EQY 45.64% 92.64% 89.64% BE6.64% B 64%|z=1+e




Scenarlo 2 Inputs : Local Market Share Decreases by 3% Each Year

Data Value Source Line
Varizon - New Jersoy residential lines, Year 1 4,342,831 {Varizan - New Jorsey residential access linas, (2000 ARMIS Report 43-08, Table i1 a
Competitor tasidential lines, Year 1 59,680 |Competitor residential lines (Declaration of Dennis M. Bone, Attachment 101}, b
Total residantial lines in Verizon - New Jersey temitory - Year 1 4,402,511 { c=a+b
Verizon - New Jarsay residential market share in Verizon - New
Jarsey territory, Year 1 98.64% d=a/c
Annual Growth in Verizon - New Jersey residentia market share in
Varizon - New Jersey territory -3.00% ]
Average annual growth in residential access lines in NJ ($998-2000 ARM!S Report 43-08: Table
Annual growth in residantial lines in Verizon - New Jersey territory 3.86%{I1n) {
Percentage of households with additionai lines 28.90%]FCC, Industry Analysis Division, Trends in Telephone Service, August 2001, Table 8.4, g
Local residential inward movement 17%]U.5 Census Bursau, American Housing Survey tor the United States in 1999, Tabls 2.9. h
Parcentage of inward residential customer orders where customers
{accapt ILEC long distance service on the initial contact B2.35%|Based upon Verizon - New York's end of ysar long distance market share (20%). i=(2-["k})h

Primary Interexchange Carrier (PIC) thange rate

News Releass, J.0. Powers and Associates Reports: Sprint and Snet Top Performers in

30%]|Residential Long Distance Customer Satistaction, July 28, 1999.

Percentage of PIC change going to ILEC, Year 1

Conservative estimate for year 1. fn future years, the ILEC's share of PIC changes is its share

20%| of Verizon - New Jersey's share of the long distance market,
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Scenario 3: Local Market Share decreases by 10% in Year 1, 5% in
each of Years 2 through 5
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Scenario 3 Results : Local Market Share Decreases by 10% in Year 1, 5% in each of Years 2 through 5

Year 1 ‘Year 2 Year 3 Year 4 Year § Line
Verizoh - New Jersey local market share in Verizon - New Jersey territory, BOY 08.64% 88.64% 83.64% 78.64% 73.64%]1 = 2"
Verizon - New Jersey long distance market share in Verizon - New Jersey territory, BOY 0% 19.11% 30.67% 41.24% 50.82%| m = y*"
Residential lines in Verizon - New Jersey territory {including competitive) 4,402,511 4,572,448 4,748,944 4,932,254 5,122,639[n ="~
Varizon - New Jersey residential lines 4,342,831 4,053,219 3,972,227 3,878,942 3,772,537o = I'n
Residential households in Verizon - New Jersey territory {including competitive) 3,415,447 3,547,283 3,684,208 3,826,419 3,974,118 [p=n/{1+g)
Verizon - New Jersey residential househoids 3,369,147 3,144 468 3,081,634 3,009,264 2,926,716 |q = 0/(1+g)
Verizon - New Jersey inward residential customer orders, mic year 543,724 519,484 508,220 495,313 480,652 |r = h*{(l+2)/2)'p
Inward resicential customer orders where customers accept ILEC long distance service on
the initial contact. 447,773 427,810 418,534 407,905 395,831 |s=i"r
“PIC change” residential customers switching to ILEC 204,927 203,368 339,020 473,353 605,929 t=j"m*p
Verizon - New Jersay long distance cusiomers 652,699 631,178 757,554 B81,257 1,001,760 |u = s+t
Verizen - New Jersey long distance customers net of current year PIC changes 852,699 435,368 431,134 425 497 418,350 |v=u-(w"""j)
Verizon - New Jersey long distance customers (cumulative) 652,699 1,088,068 1,519,202 1,944 698 2,363,049 lw=vaw™"
Verizon - New Jersey residential access lines with Verizon - New Jersey long distance 841,329 1,402,519 1,958,251 2,506,716 3,045,970 {x=w"{1+g) + x*"
Verizon - New Jersey long distance market share in Vertizon - New Jersey territory, EQY 19.11% 30.67% 41.24% 50.82% 59.468%|y = x/n
Verizon - New Jersey local market share in Verizon territory, EQY 8B.64% 83.64% 78.64% 73.64% 68.64%(z2=1+¢e
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BPU opens hearings
on Verizon expansion

Request for long-distance service at stake

By MARTHA McKAY
Stat! Wmer

Local phone giant Verizon should
not be allowed to sell long distance in
New Jersey, at least not vet. .

That was the message delivered by
2 chorus of Verizon critics to state
regulators Monday during the first of
eight dayvs of scheduled heatings.

The three commissioners of the
Board of Public Utilities also heard
Verizon's argument that it should be
allowed into the state’s $4.5 billion
long-distance market.

The regulators must examine that
argument. and those of Verizon’s ni-
vals, and make a recommendation to
the Federal Communications Com-
mission, which will rule on the mat-
ter.

Approving the company’s request
would give New Jetsev consumers
one more long-distance company to
choose from. But there is more at
stake.

The regulators’ review and decision
are part of an overall plan begun five
vears ago to unravel the local tele-
phone monopoly enjoved by Verizon,
which owns the copper wires leading
to the majority of New Jersey's
homes and small businesses.

Under the niles of the 1996 federnl
telecommunications act, if Verizon
proves its network of copper wires is
available to competitors who wish to
lease parts of it and sell local phone
service, Verizon will be allowed into
New Jersey's long-distance market.

Rivals argued Monday that Veri-
zon hasn't opened its networks to
competitors. Of the state’s 4.3 million
residentia] phone lines in New Jersey,
only about 60,000, or 1.4 percent, are
served by companies other than Veri-
zon, said AT&T attormey Frederick
Pappalardo.

“The state of local competition is

See BPU Page L-8




BPU: Hearings begin on Verizon’s bid

From Page L-6

not good — it's dismal,” he told the
BPUL

Cart Giesy, Worldcom's regional
director of public policy, said “Veri-
ton musl open ita marketa to irrevo.
cable local competition hefore it is
permitted to gét into the long-dis-
tance market.”

And Blossom Teretz, the alate’s
Hatepayer Advocate, said she would
weicome Yetizon into the Jong-dis-
tance market, but not now,

“Unfortunately, the time is not
tipe nuw because competition does
not yet exist in the local telephone
market. Consumers do not have af-
fordable choice — in fact, they do not
have any choice for their basic local

telephone service,” she said.

After the npening statements out-
side the meeting, Verizon New Jersey
President Dennis Bone argued that
under the FCC nules, his company is
not vbliged to show that rivals have
gnined market share, rather that Ver-
izon has established procedures that
aliow rivale to enter the lucal market
if they wish,

Market share “ia not the teat,” said
Bune, adding that the FCC law re-
quires Verizon to demonstrate that
“there is nothing that stands in the
way of market competition.”

Fot example, teats done by an in-
dependent third party to determine i
Verizon is able Lo connect its comput-
era to rivals’ aystems to transfer cus-
wmer information have been flaw-

lenn, Verizon's general counsel Bruce
1). Cohen said.

The test results will “confirm what
our witnesses will be discussing over
the next several days: Verizon New
Jersey has gone Lo great lengths and
expended enormous sums to make it
network available to ita competitors
in the manner prescribed by law.”

But others countered that the tests
are not a substitule for real oper-
ations and that regulators should
Keep Verizon out of the long-dia-
tance matket until all the kinks are
worked out. )

In addition, Verizon critica urged
regulators to take into account the
residentin)l market share Verizon en-
joys.

Peretz said the BPU must coneider
whether giving Verizon a thumba-up
to enter the long-distance market is
in “the public interest.” No competi-
tion, and no market share by rivalg, ia
not in the public interest, Peretz aaid.

She and others argue that if Veri-
zon is allowed to market long dis-
tance to all of its local customers be-
fore other companiea get into the
market, it would create an unregulat-
ed monopoly. ‘

Verizon has argued that rival com.
panies can enter the market when-
ever they wish. And Bone said Mon-
day that when Verizon was granled
permission to eell long distance in
New York, rival companies jumped
into the local market, grabhing mar-
ket shate and saving consumers mon-
ey.

The Verizon competitors say
there's another key issue keeping
them on the sideline — the wholeasle
rates, set by the BPU, that Yerizon
charges rivals t leasa parts of its lo-
cal phone network. Vetizon says the
current rates are fair; Lhe rivals argue
the rates are oo high, giving com-
petitors no financial incentive Lo en-
ter the local markel. '

The BPU ir expected to take up
the issue ©f the wholesale rates

Thursday.

Statf Writer Martha McKay's e-mail ad-

dress Is mckay@northjersey.com
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As dol-coms and telecoms crash, the fallout lands on Main Street
Andrew Backover

0G/25/2001

USA Today
FINAL

Page BO1 o~
(Copyright 2001)

Tom Rissi was thrilled to move into his first home, a new $150,000 townhouse in Brighton,
Colo., in March.

Bul when he moved in, something was missing: a phone line. The local phone company, Tess
Communications, was about to go bankrupt, leaving dozens of bomes in the new subdivision
and more than 100 homes statewide without phone service.

Qwest Communications is serving stranded customers, but i could be months before
everyone is hooked up.

Rissi, meanwhile, piles up charges on his cellphone and pays for a $9.95-a-month Internct
account he cannot use. "We've fallen through the cracks,” says Rissi, 36, a maintenance
supervisor for a property firm. "l feel like selling my home. But how do 1. . . without 2
phone?”

The crack Rissi has fallen into has claimed tens of thousands of victims. As hundreds of
telecom and loternet companics fold or go bankrupt -~ victims of their own overexuberant
expansion — the cconomic fallout is spreading from the stock market to the comer store.

Banks, bondholders and big firms, such as telecommunications - equipment maker Nortel
Netwaorks, are on the hook for billions. But people like Rissi and mom-and-pop creditors are
losing big. too. They'll be lucky to squecze pennies on the dollar out of the bankruptcy
proceedings, and some are coping by cutting jobs, spreading the pain ta the USA's kitchen
tables. "It runs through the cconomy,” says Jack Partain, bankrupicy partner at Fulbright &
Jaworski in San Antonio. "It ranges from the mom and pop with the copy shop . .. to the
advertising firm owed a large debt. All the owners and employess have homes, cars and
mortgages.”

The afiermath is worsened by the fact that expectations were so high. Finms were so caught
up in the Intermet cuphoria of the past few years that large and small ones extended huge
amouats of credii to technology players. "There was an impression that these were mega-
companics with tons of money . . . and there was no risk. They were awash in (venture
capital) money and (people thought) the boom was never going to ¢nd,” says Roger Schwartz,
banknuptcy avomey with Sidley Austin Brown & Wood in New York,

The boom did end. The telecom industry is buried under more than $600 billion in debt —
about 20% of which could be in trouble, analysts say. Some economic experts say the telecom
implosion could rurm into the biggest one-industry meltdown since the savings-and- foan
debacle of the early 1990s. The troubles in tech and welecom might not take down the
economy, but they could slow a recovery, economists say.

Bankruptcies prave point

One need look no further than bankrupicy couns for evidence. Nearly 50% of the 47 public
telecom companics that filed for bankruptcy since 1930 did so in the past 18 moaths,
BankruptcyData.com says. The past year has produced seven of the 10 largest public telecom
bankruptcies since 1990. Hundreds of smaller firms have gone bankrupt or closed. At the
same time, at keast 493 Intemet companices have folded in the past 18 months, says
Webmergers.com.

Once companics get o bankmuptey court, leaders with secured loans, such as banks, gencrally
bave furst dibs. Bencath therm are priority creditors, such 23 taxing authorities and employees
with unpaid wages Then come creditors. such as office suppliers and flodists. Sharcholders
are at the bottom.

Tony Martin of Dallas knows he is low on the chain. He says he never received a $250 rebate
for a computer modem, as promised, when he signed up last June for high-speed Intemes
service from NorthPoint Comymunications Group. About 100,000 customers were cut off
when NorthPoint folded in March, less than 3 moaths afier it filed for Chapter 11 bankruptcy
protection. Martin, who had switched to a different provider by then, doesn't "expect a dime.”
He filed a claim against NorthPoint 1o make a point.

“If everybody does nothing and says, ‘Oh well, [ just got screwed again,” we'll continue to be
wken advantage of,” Manin, 32, says. "People like me waiting for $200 to $300 apicce, that
adds up.”

Telecom and Lnternet bankruptcics offer slim pickings compared with other kinds of
companies. Electronics makers, for example. might get close to 100% of the value of TVs and
steregs, bankrupicy experts say. Firms with real cstale assets also tend {o provide more (0
creditors, depending, on the market.

With dot-com and telecom firms, the prospects are dimmer. latenct companies have litde to
liquidate beyond ofifice equipment and “intellectual property™ that anchorcd maney-losing
business plans. Telecom firms have phone lines, real estate and oetworks. But buyers can
command firg-sale prices because of a glut of equipment from a slew of bankruptcies .
Modems that cost hundreds of dollars new now fetch less than $20 on online auction stle
cBay. And the slowing economy has parcd the list of potential buyers.

In fact, creditors are (inding that entire companics are almost warthless. GovWorks, a start-up

nup itnreig o dine dogi -bindT), L o _ST_STOAYEGJANUM=Z4 9542294 Apage=siniary ADBNAME « MANSO | -9934 27 EAHDANS
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that helped goveruments accept online payments from citizens, had assets of 38 million and
debis of $40 miilion when it fiied for bankrupicy in January. [ts auomey, Walter Benzija,
says the company. now called Publicdatasysteens, was lucky 10 sell its transaction-processing
business for $1.5 million.

Texas-based ConnectSouth Communications, a high-speed Internet seller, filed for
bankrupicy in March with $35 million in debts and less than $10 million in assets. it raised
less than $2 mitlion selling office cquipment. It will ry to scll real estate Jeases. But attormey
Eric Taube says even big creditors, such as banks, will "take it in the shorts.™ Smaller players
have less hope. "There's nothing there,” Taube says,

Na question, big creditors are feeling the pain,
Nortel Networks is taking a $300 miliica charge for bad debts to telecom customers and asset

wriie-downs in the second quarter. It will have cut 30,000 jobs by year's end. Lucent
TechnologiesTeparied a $671 million, or 55%, increasc in fiscal sccond-quarter sakes Costs,

“mostly because of bad debis from bankrupt Winstar Communications. The tech and tclecom

industrics arc so connecied, they've poisoned each other. One of GovWarks' creditors was
telecom start-up Teligeat, which is also seeking Chapter 11 protection and cut 800 jobs in
May Teligeal is adempling o reorganize and is still secving customers.

Blindsided by troubles

[n addition to the firms that sold tech players high-tech nuts and boits, there are thousands of
suffering creditors who don't wark with bits and bytes.

Houston ad agency The Mcloemey/Millspaugh Group was biindsided by troubles at
ConnectSouth, which hired the firm to buy $945,000 in ads with 81 newspapcrs and radio
stations in 33 markets. “ConnectSouth had a credit report that was glowing,” says Bob
MclInnemney, president of the ad agency.

But, he says, CoanectSouth didn't pay in December. Not only did the agency lose $140.000
in commissions, but some of the media outicts are threatening 10 suc the ad agency whik:
others are hiring collection agencics. Meanwhile, Mclnoerney's company no loager does
business with 1welecom fimms unless they can pay cash. And he's had 10 qut twa of the firm's
six employces because of lost revenue.

"QOr life has been a nightmare for the past 6 moaths,” Mcinnerney says. "Our good name,
our good credit, has been damaped. One single lawsuit will put us under.”

Rock Lake, which operates four Bear Rock Cafe stores in North Carolina, has given up on
$1,000 in bills from KOZ , a North Carolina firm that helped create online communities. Bear
Rock catered about 12 10 15 lunches for KOZ, now bankrupt, last year. "That additional
$1,000 could have paid some bills,” says Rock Lake executive Charlie Galloway. With a
$50.000 moathly payroli and banks to pay, Galloway says he might have to hold off on
paying some bills.

Firms that were doing business with a 101 of online companies are especially squeezed. Oaline
marketer Be Free lost more than 70 Intemet-related customers during the {irst 3 months of
this year. The lost customers account for about 9% of Be Free's $5.4 million in first-quarter
sales. A few months ago, Boston-based Be Free cut 20% of its 300 employees.

“A dot of these dot-coms were totally iresponsible in how they spent their money,” Be Free
CEO Gardon Hoffstein says. "They used money like rocket fuel.” Like a lot of burned
suppliers, Hoffstein says he's seading his sales force aftar more established companies.

Office refreshment seller Classic Coffee Systems of Valley Stream, N.Y ., says it is owed
about $10.000 from failed tech companies. "We have been gewting bumed considerably with
the dotcom craze,” says CEQ John Malizio. "Everyane just got caught up in: This is great
Look how much business we are getting.' ™

The fallout is magnified in regions where the tech boam was the biggest. such as California’s
Buy Area, which 1s already reeling from high energy prices. But other areas arc waking hits,
100, such as New York City's “Silicon Alley” and tech-rich Austin, Texas.

"Being a Manhattan-based company, we were really in the middle of iv" Malizio says. "We
were getting phone calls from dot-coms ail the time. They went from having 20 peopk to 200
people 3 months later. And all of a sudden, it stopped.”

Tech analysts expect the slowdown to continue into late 2002, perhaps 2003, resuliing in
dozens, if not hundreds, of more Intemet shutdowns. Dell Computer CEO Michael Dell said
Thursday that he expects more dot-coms to collapse befare the computer-technology sector
stabilizes

[n telecom. bad debts are expected to continue (0 mount as an oversupply of network capacity
and the slowing economy take their toll. PricewaterhauscCoopers, in a report issued
Thursday. said it thinks the rate of bapkmnpécy filings in some 1elecom sectors, including
mabile wireless, will significantly increase in coming months.

Some losses arc not measured in doilars, but in frustration. Former Tess Conununications’
customer Rosie Schaa, 47, wha lives in Mead, Colo., went withowt a phone for a month afier
she closed on her new three-bedroom home in Apnl.

She fretied about leaving her 88-year-old mother, who lives with her, without a phone. And a
cellphone was tao complicated for her mom. But Schaa had no choice. She had to go to work.
"That was very difficult,” says Schaa, an accountant.

Her story is mot bost on Tess Chief Operating Officer Jim Cook, who watched his own
dreams crumble when his firm filed for bankruptey.

Almost 1,000 Tess customers in Arizona and Colorado are being switched to Qwest the
dominant phone company. Some received service right away or within weeks. Others could
wait months. The damage could have been worse: Tess had contracts for 38,000 hornes. "We
inconveaienced them, and we apologize.” Cook says.

TEXT WITHIN GRAPHICS BEGINS HERE

Rapid expansion takes its toll
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Bankruptcies among Internet service providers and telecommunications companies have
jumped during the past 18 months:

Public telecom firms filing for bankmuptcy:
199302001 15
Ten largest companies (1} filing lor bankruptey prowection in 2001:

{assets in millions)

Winstar Communicaticas $4.97% .4
PSInec 54.4%2.3

Viatel $2,124.0

Teligent $1,209.9

€.spire Communications $941.2
Star  Tulecommunicaticons $€30.0
BorthPoiat Communications 5479.2
Wablink Wireleas $441.5

Advanced Radio Telecom $398.1
Pathnet Talecommmications $2%¢.0

I - Publicly traded companics

Dot-com shutdowns

Shutdowns by maonth since January 2000.
January 2000 [ May 2001 54

Note: Shutdown date for 2 dotcoms unknown

GRAPHIC, Color, Adricane Lewis, USA TODAY, Source: Bankruptcy Week (BAR GRAPH),
GRAPHIC, B/W, Adrienne Lewis, USA TODAY, Source: Webmergers.com; PHOTO, Color,
Ernie Leyba for USA TODAY'; Caption- No phenes: Since moving in March, Tom Rissi, front,
and many of his fellow residents of Jasmine Estates in Brighton, Colo., have 10 phone scrvice.
The phone company that took the bid from the developers went bankrupt.
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Covad Bankruptey Latest In Series For DSL Wholesalers
By Dinah Wisenberg Bnin

Q810772001
Dow Jones News Scrvice
(Copyright (o3 2001, Dow Jones & Company. Inc.)

PHILADELPHIA -{Dow Joncs) Covad Communications Group Inc. (COVD) on Tuesday
became the latest in a string of high-speed Inwmet data line providers ta announce
bankruptcy plans.

A cambination of the dot-com bust., 4 alowing sconomy and what
£ritics deem tc be poor busineas and technology deciajona rocked Covad
and two bankrupt peers -- all wholesalers of cdigital subscriber
lines. Covad expects o emerge frof bankiuptey in a few montha,
although some ob3ervers questiomed (ta chances for survival.

Covad, which sells DSL to Intermel service providers and lelecommunications companics, said
it will file a pre-negotiated Chapter 11 bankrutpcy plan by mid-August. Covad, which
compctes with regional Baby Bells, said it expects to become debt-free by January.

Last week, another DSL wholesaler, Rhythms NetConnections Inc. (RTHMQ) went into
Chapter 11, agreeing to a 10-day window 1o try to obtain more financing before put its assets
up for auction. DSL wholesaler NorthPoint Communications Corp. {NPNTQ) went bankmpt
carlier this year, thea AT&T Corp. (T) purchased its assets.

Charles Pluckhahn, group head of 1¢lecommunications research at Stephens Inc., said Covad,
Rhythms and NorthPoint brought on their own problems.

"They used technology that was expensive to deploy and tricky to operate. They made the
wrong chaices and they should have known betier. Everything that happened to twerm is their
own faul,” Pluckhahn said. "It always helps in this business. in the telecommunications
business, o deploy technology that works ™

Besides using the wrong type of DSL technology, the companies fumbled by offenng data
services onty, Pluckhahn said. CLEGs, the telecommunications companies that compete with
the Baby Bells. must provide voice as well as data, he said.

Venture capitalists who funded the three big DSL wholesalers should have done betier due
diligence, and would have had the market not been in the midst of an Intemet bubbie, the
analyst said.

“In normal times there would've been many more tough questions asked from the get-go
about these people,” Pluckhahn said. He never had higher than a neutral rating on Rhythms
and NonthPoint before dropping coverage, and didn't cover Covad

"1 would be surprised if Covad were able to stay in business as an independent entity,”
Pluckhahn said, quesuoning the company's ability to raise the $200 million cash the company
suys it needs Lo ruise 1o become cash-flow positive by lue 2003,

Pluckhahn covers DSL net Inc. (DSLN). which provides DSL -based daa services o
businesses, and rates it at neual Although it's not a wholesaler like Covad, Rythyms and
NorthPoint, DSL .net also has a data-anly model, "and they face the same performance issues
that the other guys faced,” he said.

Pluckhahn pointed to two CLECs thar he sers as clear winners. Allegiance Telecom Inc.
(ALGX) and Choice One Communications Inc. (CWON) bath offer voice and data, and
employ good technology. he said.

Network Access Sotutions Corp. (NASC), a data-oaly company, selis DSL wholesale, but
primarily offers its services (o businesses, acording to analyst Vik Grover of Kaulman Bros ,
whao said investors have unfairly "obliterated” both Network Access and DSL .net stock
through “guilt by asseciation.™

"1 think both of these companies. (Network Access) and DSL .net, will make it through the
mehdown.” Grover said, but "it's ebviously a touph sell.” He expects 10 see some mergers in
the scctor.

Kaufman Bros. analyst Graover has a buy rating on DSL .net, which he said has relatively little
debt He no longer covers Network Acoess, which focuses its business in the temitory service
by former Baby Bell Verizon Communications (VZ).

Covad, NorthPoint and Rhythms, as DSL wholesalers, had flawed business models, Grover
said. "They positioned themselves wermbly,” he sard, using an unpraven and costy 1echnology
and losing business when their [SP customers ran tnto trouble.

But while Rhythms and NorthPoint have fallen by the wayside, Grover saw Covad's Chapter
11 announcement Tuesday as a positive sign that the company is tying to free itself of delx
and salvage value for common shareholders.

Crosby Haffner, chairman and chief executive of Zyan Communications, a bankrupt private
DSL retailer. said Covad's bankrupicy aanouncement was expecied. He., 100, saw itasa
good sign. Chapter 11 "will allow them 10 set aside a large portion of their debt while they
auempt to rebuild their business plan,” Haffner said.

“1 think a lot of people are hoping that Covad will survive” because i's the last national DSL
provider competing with the Baby Belts, Haffner said, describing DSL .net, Network Access
hap#inmiglp dine comdegi-binDintacsctiva 2egicWEE BT _STOAY LG JANUma 704 2050304 page o5t SOryA DBNAME =0 IM50 1-997 2058804 HD AN
00124903939 pinging=1 +02362 8 Saalchm0 5L +and sbankaupcyt Yiam¥eau | AHOMUM=38 TOTALHITS=200
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and two other companics as regional players
Covad closed Tuesday up 6 cents. or 11.79%. at 56 conis, on volume of 11,900 shares.

-By Dinsh Wizenberg Brin, Dow Jones Bewswirea, 2195-656-828%;
dinah.brin@dowjones.com
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AT&T Communications of NJ, L.P.

Docket No. 01090541

Discovery Requests Propounded by VNI
Witness: AT&T Communications of NJ, L.P.

3. If your answer to interrogatory number 1 is “yes,” please provide the
number of residential access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) of the 1996 Act).

RESPONSE:

Subject to and without waiving the ob_]ectmns set forth above, AT&T responds that it is
not providing residential local service in New Jersey. :




A

seid 40 2002 42:5( R NATEPAVER ADUGCATE 973 648 2193 TQ 912329556464 P.@2/13

| NP0
In the Matter of the Consultative Report on the Application of Verizon-New Jersey,
Inc, for FCC Authorization to Provide In-Region, InterLATA Service in New Jersey

Dacket No, TO01090541
From Verizon New Jersey -
Witness: WorldCom, Inc.

VNJ-CLEC 3 If your answer to interrogatory number 1 is “yes,” please
provide the number of residential access lines in New Jersey
for which you are providing telephone exchange service (as
defined in section 3(47)(A) of the 1996 Act).

Response: WorldCom objects to this interrogatory on the grounds that it is
irrelevant, requests competitively sensitive information and is not
calculated to lead to the discovery of admissible evidence. Subject
to, and without waiving this objection, WorldCom states that it
only provides local exchange service only to business customners in
New Jersey.
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Question 1.

Answer

Question 2

Answer

Question 3.

Answer

Question 4.

Answer
Question 5.
Answer

Question 6.

Answer

Confidential and Proprietary Information
for RCN Telecom Services, Inc.
Disclosure made pursuant to terms of
Protective Agreement

Are you currently providing telephone exchange service in New Jersey (as defined
in section 3(47)(A) of the 1996 Act)?

Yes, resale service only.
If your answer to the previous interrogatory is "yes," please provide the total
number of access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) of the 1996 Act).

1631.2

If your answer to intetrogatory number 1 is "yes," please provide the number of
residential access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3(47)(A) of the 1996 Act).

1631.
If your answer to interrogatory number 1 is "yes." please provide the number of
business access lines in New Jersey for which you are providing telephone
exchange service (as defined in section 3{(47)(A) of the 1996 Act).

0.

Have you requested any NXX Codes in New Jersey?
Yes.

If your answer to the previous interrogatory is “yes,” how many NXX Codes have
been assigned to you?

Three codes were assigned to RCN, and all three were returned.

® Data which RCN deems proprietary are replaced by asterisks in the public version of
this response. Such data are being supplied to Verizon and to the BPU staff.

4
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COVAD COMMUNICATIONs COMPANY’S RESPONSES
TO VERIZON NEW JERSEY, INC.'S FIRST SET OF
INTERROGATORIES
1. Are you currently providing telephone exchange service in New Jersey (as
defined in section 3(47)(A) of the 1996 Act)?

Response:  No.
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COVAD COMMUNICATIONs COMPANY’S RESPONSES

TO VERIZON NEW JERSEY, INC.’S FIRST SET OF
INTERROGATORIES

5. Have you requested any NXX Codes in New Jersey?

Response:  No.

P.@5s13
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Cablevision Lightpath - NJ, Inc. Response
Docket No. TO01090541
Verizon-NJ Interrogatory # 3

REQUEST: - If your answer to interrogatory number 1 is “yes,” please provide
the number of residential access lines in New Jersey for which you
are providing telephone exchange service (as defined in section
3(47)(A) of the 1996 Act).

RESPONSE: None.



13






